BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFU‘FEli D

12-22-06
04:59 PM
In the Matter of the Application of California
American Water Company (U 210 W) for a
Certificate of Public Convenience and
Necessity to Construct and Operate its Coastal A.04-09-019
Water Project to Resolve the Long-Term (Filed September 20, 2004)

Water Supply Deficit in its Monterey District
and to Recover All Present and Future Costs
in Connection There with in Rates.

NOTICE OF EX PARTE COMMUNICATION
OF THE DIVISION OF RATEPAYER ADVOCATES

In accordance with Article 8 of the California Public Utilities Commission’s
(“Commission”) Rules of Practice and Procedure, the Division of Ratepayer Advocates
(“DRA”) file this notice of ex parte communications.

On December 19, 2006, at 9:45 a.m. DRA representative Diana Brooks,
Supervisor, DRA Water Branch, met with Laura Krannawitter, Advisor to Commissioner
Bohn for approximately 10 minutes. Also on December 19, 2006, DRA representatives
Danilo Sanchez, Program Manager, DRA Water Branch, and Ms. Brooks met with
Robert Lane, Advisor to Commissioner Bohn at 3:00 p.m. for approximately 15 minutes
and met with Rami Kahlon, Advisor to President Peevey, at 3:15 p.m. for approximately
15 minutes. DRA initiated all three meeting which were held at the Commission’s
headquarters in San Francisco.

At each of the three meetings, DRA informed the Advisor that DRA was
interested in facilitating the formation of a regional long term water supply solution on
the Monterey Peninsula and has already had informal conversations with California
American Water (“Cal Am”), Monterey County Water Resources Agency, Monterey
Regional Water Pollution Control Agency, and the Monterey Peninsula Water
Management District about such efforts. DRA informed the Advisors that DRA would
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be attending a preliminary meeting with Cal Am and various public agencies on
Thursday, December 21, 2006 in Monterey to discuss DRA’s proposal to facilitate such
dialogues. As a justification for its proposal, DRA noted that a regional solution is the
best way to keep costs down for the ratepayers. At each of the three meetings, DRA
distributed a copy of a letter to be sent to local agencies which discusses DRA’s proposal.
A copy of this letter is attached to this Notice.

Copies of this Notice can be obtained by calling or sending an e-mail to

Sue Muniz at (415) 703-1858 (sam(@cpuc.ca.gov).

Respectfully submitted,

/s MONICA MCCRARY

Monica McCrary
Staff Counsel

Attorney for the Division of
Ratepayer Advocates

California Public Utilities Commission
505 Van Ness Ave.
San Francisco, CA 94102
Email: mlm@cpuc.ca.gov
Phone: (415) 703-1288
December 22, 2006 Fax: (415) 703-2262

260981 2



505 Van Ness Avenue

DRA San Francisco, CA 94102

Phone: (415) 703-2544
Fax: (415) 703-2057

Division of Ratepayer Advocates

. . . igegs L. http://dra.ca.gov
California Public Utilities Commission

Dana S. Appling, Director

TO: Monterey Peninsula Water Supply Interests

FROM: Diana Brooks, Supervisor
Division of Ratepayer Advocates

Steve Kasower, Senior Research Economist

University of California, Santa Cruz

Consultants for Division of Ratepayer Advocates of the
California Public Utilities Commission

DATE: December 19, 2006
SUBJECT:  An Opportunity to Assure a Reliable Water Supply for the Monterey Peninsula

The Division of Ratepayer Advocates (DRA) of the California Public Utilities (CPUC) extends an
invitation to interested water supply and management agencies and municipal interests to
participate in a unique project planning opportunity. As you are aware, the California-American
Water Company (Cal Am) serves a large portion of the water demands on the Monterey Peninsula
including the cities of Seaside, Sand City, Monterey, Del Rey Oaks, Pacific Grove, and Carmel-
by-the-Sea, Monterey Airport District, and areas of unincorporated Monterey County. Cal Am’s
water supply sources are local and entirely dependent on local rainfall. The Monterey Peninsula
region is vulnerable to drought and as such experiences unreliable water supplies.

Exacerbating the climatological uncertainties, Cal Am’s current source of water from the Carmel
River Aquifer was found to be untenable by the State Water Resources Control Board (SWRCB).
In 1995, the SWRCB adopted Order 95-10 which found that Cal Am was diverting approximately
10,730 acre-feet per year (AF/Y) more water from the Carmel River Aquifer than the amount to
which it is legally entitled (3,376 AF/Y). In 1995, 10,730 AF/Y represented 69 percent of Cal
Am’s water supply for the entire Monterey District. The order required Cal Am to find a new
source of water to replace diversions over and above 3,376 AF/Y. In addition, Cal Am was
ordered by the SWRCB to reduce pumping from the Carmel River by 20% from historic levels.

In 1998, the California Legislature approved Assembly Bill (AB) 1182 requiring the CPUC to
develop a long-term water supply contingency plan to meet the water needs of Monterey
Peninsula residents. The plan developed by the CPUC included seawater desalination and an
aquifer storage and recovery component. The CPUC published this plan in July 2002 (“Plan B”).

Ratepayer Advocates in the Gas, Electric, Telecommunications and Water Industries



In 2003, Cal Am adopted the plan concept and formally applied to the CPUC to undertake the
project, which came to be known as the Coastal Water Project (CWP).

As Cal Am pursues the CWP, the DRA believes that there are potentially greater benefits for Cal
Am’s ratepayers if a regional approach to water supply management and supply development
were taken. The regional project would need to satisty Cal Am’s regulatory requirements and
leave the company better off than they might have been implementing the CWP on their own
while increasing the direct benefits to Cal Am’s ratepayers. Possibly the most compelling benefit
to the Monterey Peninsula as a whole would be the provision of reliable water supplies and water
management programs that go beyond the regulatory requirements of SWRCB Order 95-10 to
best meet the long-term needs of the Monterey community.

To best accomplish this goal, the DRA has engaged Steve Kasower and the Urban and Regional
Water Research (URWR) Team from the University of California, Santa Cruz to assist DRA in
representing the Cal Am ratepayers by facilitating a reliable water supply project planning
dialogue designed to identify a viable phased project and management strategy that has a better
chance of successful implementation than the CWP and also has higher ratepayer and community-
wide benefits.

If there is genuine interest in pursuing such a dialogue that leads to a project plan and
commitment to that plan by regional participants, then DRA urges agencies to begin the process
as soon as practicable. Cal Am cannot afford to slow or stop the CWP process due to the
regulatory imperative. However, if we can identify a better project within a short period of time
and commit to its implementation, it is possible that Cal Am will switch to that regional plan. A
coalition of regional interests stands a good chance of satisfying all the regulatory concerns for
timely resolution of Order 95-10 and selected water supply augmentation projects. This is, of
course, possible only if the project plan appears to have real support from regional interests and
Cal Am; exhibits higher benefits than the CWP; and results in a project that has a high probability
of successful completion.

The DRA/URWR Team will facilitate the regional dialogue and assist local agencies with
analytical issues associated with the regional project and management plans. DRA proposes that
local-agency participants provide some of their technical staff time to assist in the analytical work
and allow the DRA/URWR Team to direct any studies that are needed. Additionally, DRA
requests that participating agencies review and edit the timeline goals and principles of regional
cooperation that will be provided by the URWR Team prior to the first meeting. Lastly, DRA
requests that the first meeting be held early in the New Year, preferably during the month of
January.



CERTIFICATE OF SERVICE

I hereby certify that [ have this day served a copy of “NOTICE OF EX PARTE
COMMUNICATION OF THE DIVISION OF RATEPAYER ADVOCATES” in
A.04-09-019 by using the following service:

[ X ] E-Mail Service: sending the entire document as an attachment to all known
parties of record who provided electronic mail addresses.

[ ] U.S. Mail Service: mailing by first-class mail with postage prepaid to all
known parties of record who did not provide electronic mail addresses.

Executed on December 22, 2006 at San Francisco, California.

/s/ JANET V. ALVIAR
Janet V. Alviar

NOTICE

Parties should notify the Process Office, Public Utilities
Commission, 505 Van Ness Avenue, Room 2000, San Francisco,
CA 94102, of any change of address and/or e-mail address to
insure that they continue to receive documents. You must indicate
the proceeding number on the service list on which your name
appears.
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Service List
A.04-09-019

EZigas@esassoc.com;
LDolgqueist@steefel.com;
TwoKillerBs@aol.com;
abl@bkslawfirm.com;
afhubblaol.com;
andy@mpwmd.dst.ca.us;
bdp@cpuc.ca.gov;
chrishilen@dwt.com;
connere@west.net;
dave@laredolaw.net;
dcarroll@downeybrand.com;
dsb@cpuc.ca.gov;
dstephen@amwater.com;
edwardoneill@dwt.com;
ffarina@cox.net;
flc@cpuc.ca.gov;
hcooley@pacinst.org;
hjallenl0l@yahoo.com;
jessnagtalon@gmail.com;
jgeever@surfrider.org;
jody london consulting@earthlink.net;
jzr@cpuc.ca.gov;
llowrey@nheh.com;
lweiss@steefel.com;
mdjoseph@adamsbroadwell.com;
mjdelpiero@aol.com;
mlc@cpuc.ca.gov;
mlm@cpuc.ca.gov;
sflavin@redshift.com;
shardgrave@rbf.com;
sleeper@steefel.com;
sleonard@amwater.com;
tgulesserian@adamsbroadwell.com;
townsley@amwater.com;
wyrdjon@yahoo.com;



